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Farm Real Estate Sales in Illinois
FOLKE DOVRING and WILLIAM H. ScoriELD 1
ILLINOIS
HAS LONG BEEN NOTED for its productive and high-valued
farmlands. With a current (1963) market value of $9.9 billion,
the level and trend in prices of farm real estate are of concern to many
thousands of landowners, lenders, and tax officials. Sales of land pro-
vide the most concrete and objective evidence of the prevailing prices
being paid and of the process by which participants in the market ex-
press their judgments with respect to the many factors that determine
the price of land.
Land transactions also provide opportunities to adjust the size of
operating units to the family life cycle and to technological develop-
ments. The ready market for land in the last two decades has made it
possible for owners to realize substantial capital gains on farmland that
had been acquired at lower prices.
The availability of sales records for practically all bona fide farm-
land sales in the state for a five-year period provided a unique
opportunity to document and analyze the level, trend, and size charac-
teristics of land sales in the various areas of the state.
These records contained close to 16,000 sales of farm property for
the period April 1, 1952 through March 31, 1957. The sales of farm
property covered 1,261,000 acres of farmland, with an aggregate sales
price of about $265 million.
Several comparisons also were possible with other independent
estimates of market values. Comparisons of the size characteristics of
lands sold with farm operating units help document the extent of the
parcel market and the key role it plays in the steady trend toward fewer
but larger farms in the state. Some new information is also present on
the relations between gross and net returns from farmland and sales
prices.
1 Folke Dovring, Professor of Agricultural Economics, University of Illinois,
and William H. Scofield, Leader of Farm Real Estate Values Investigations,
Farm Economics Division, Economic Research Service, U.S. Department of
Agriculture. Anthony M. Grano, now on the staff of the U.S. Department of
Agriculture at Oregon State University, assisted Professor Folke Dovring with
the study.
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Index numbers of average value of farm real estate (farmland and buildings)
per acre, Illinois and United States, March 1, 1912-1962, 1947-49 = 100. (Fig. 1)
Background Data for the State
Long-term trend in market value of farm real estate
and relationship to farm income
The long-term trend in farm real estate values in Illinois has been
remarkably similar to that in the United States as a whole (Fig. 1).
In 1920, the national index did not rise quite as high as the Illinois
index, and in the early 1930s, it did not drop quite as low. The
Illinois curve thus tends to go a little farther than the U.S. curve
in the more extreme changes, for in a more homogeneous area like
Illinois, there are fewer contrasting trends canceling out each other.
Some difference may be noted in the trend in farm real estate
values during the last decade. In the 1940s, the general rise in values
was quite similar, but between 1950 and 1960, the Illinois index
advanced more than the U.S. index. In 1961, the difference again
disappeared. Although the difference between 1950 and 1960 was
moderate, it is of some interest.
The 1940s were a period of inflation, and as a consequence, the rise
in land values during that period was more apparent than real. In
real (deflated) terms, land values advanced only moderately. The close
agreement of the Illinois index with the national data in the 'forties
is noteworthy. In the 1950s, by contrast, the value of the dollar
changed slowly, and the rise in land values was real for the most part.
The somewhat faster rise in Illinois than in the United States as a
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Net farm income and farm real estate values, Illinois, 1929-1961. Net farm
income includes rents paid to nonfarm landlords and interest on farm
mortgage debt. Real estate includes farmland and buildings, March 1 of
following year. (Fig- 2)
whole during the 'fifties becomes more significant against this back-
ground. The land price development in Illinois thus offers a good
opportunity to analyze land price changes in the United States.
The changes in farm real estate values are more meaningful when
compared with changes in farm income (Fig. 2). During the 1940s,
farm incomes rose more than real estate values, and in some of these
years, returns from farm real estate in the United States were higher
than those from common stocks. 1 By contrast, the rising trend of land
values during the 1950s, in real terms, was accompanied by a decrease
in the proportion of net farm income to real estate values. During the
last few years, farm real estate has not even returned an interest equal
to the current interest rate on mortgages. In both changes in farm
real estate values and in farm income, the development in Illinois has
generally been the same as in the United States as a whole.
The average level of value per acre of farmland and buildings,
according to the 1959 Census of Agriculture, is shown for each county
in Illinois in Figure 3 (left). The percentage change between the 1959
and 1954 census data is shown in Figure 3 (right).
1 W. H. Scofield, "Returns to Productive Capital in Agriculture," The Farm
Real Estate Market, February 1960 (July-November 1959).
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Average value per acre, 1959 Census of Agriculture (left), and increase in
average value per acre in the 1959 census as percent over the value in the
1954 census (right). (Fig. 3)
Rate of transfers by type
An important background factor in changes in farm real estate
values is the rate of transfers. Some main features of the rate of
transfers are given in Figure 4, distinguishing between voluntary sales,
forced sales (including both foreclosures and tax sales), and other
sales. The latter group includes administrator and executor sales as
well as sales resulting from inheritances and gifts and other mis-
cellaneous and unclassified sales.
There was a high total rate of transfer in the 1930s, especially in
the beginning of the decade when the price of farmland was still going
down. This high rate of transfer reflected the depressed condition of
agriculture at that time. Forced sales were the largest category, while
voluntary sales were less than one-third in some years less than one-
fifth of all transfers. Apart from the direct effects of the depression
upon incomes and hence upon land values, this high rate of forced sales
is likely to have contributed to depressing land prices by creating a
large supply of farmland on the market.
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Estimated number of farm ownership transfers per 1,000 of all farms, by
main type of transfer, Illinois, 1926-1958 (year ending March 1). (Fig. 4)
This situation was drastically reversed during the 1940s. The
number of forced sales decreased as prosperity came to agriculture, and
voluntary sales and trades again increased and became the bulk of all
transfers. The relatively constant land price level, in real (deflated)
terms, as mentioned on page 6, is explicable if the high rate of trans-
fers in the 'forties is seen in part as the aftermath of the depression
and the high rate of forced sales in the 'thirties. The many forced sales
led to an involuntary increase in the market supply of farmland. As
long as the effects of this increase were felt, there was little tendency
to bid up farmland in real terms. The abnormal conditions during a
period of running inflation may also have contributed. Only to keep
up with the declining purchasing power of money, land prices had to
be raised every year. These increases in price may have been all that
land buyers were willing to risk, since no one knew whether a period
of deflation would follow the wartime boom.
In the 1950s, the rate of transfers fell far below the levels of the
'thirties and 'forties. Forced sales accounted for only a tiny fraction
of all transfers. Voluntary sales and trades also fell sharply and ac-
counted for only about half of all transfers or about the same magni-
tude as the relatively constant "other" categories. Since the 1950s, the
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farmland market has not been fluid, but has been governed by the
rigidly restricted market supply. Land buyers have reacted by bidding
up land, even in real terms. Around 1960, there seemed to be a new
reversal of trend, probably a stabilization of the level reached. How-
ever, it may yet be too early to judge the meaning of this.
Rates of transfer are given as per 1,000 of all farms. Thus the
absolute figure corresponding to a certain rate has been declining as
the number of farms decreases (from 230,000 in 1930 to 221,000 in
1940, 203,000 in 1950, and 176,000 in 1958).
*
Moreover, the signifi-
cance of the rate depends in part on the relative proportions of sales
of entire farms and of land parcels for farm enlargement. 2
In the land market during the 'fifties, land purchases for farm
enlargement were relatively more numerous than ever before. In many
cases, the land parcels for farm enlargement were parts of previously
existing farms which were divided at the time of transfer. In some
other cases, they were isolated parcels changing hands between nonfarm
investors (the "fleeting parcel market"). The rates of transfer in
Figure 4, like the data on land sales used in this bulletin, refer to
acquisitions of land rather than offerings. The rate of complete farm
units being offered for sale probably fell even more sharply than the
rate of purchases shown in the chart.
Sellers and buyers of farm real estate
To analyze the farm real estate market it is important to know who
supplies land for sale. Data on sellers are available from market sur-
veys since 1949. ~The~number of sales in these surveys is quite small,
however, and the data can be used only to show some main features.
Sellers were" classified as active farmers, retired farmers, estates,
and nonfarmers. During the 1950s there were only slight changes in
the proportions between these categories. Active farmers accounted
for upwards of one-third of all sellers, but their selling activities
appeared to be somewhat less frequent in the later part of the decade.
Retired farmers, on the other hand, accounted for 15 to 20 percent of
all sellers and were somewhat more active later in the decade. Estates
were one-fourth to one-third of the land sellers on the market and non-
farmers were from 15 to over 20 percent.
1 The 1959 census enumerated 154,600 farms. The minimum criterion of a
farm was, however, somewhat more restrictive than before.
J See Dollar Levels and Trends in Sales Prices, page 12.
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Data on buyers from similar surveys show tenants to have declined
in relative importance from one-third to one-fourth, while owner-
operators (one-third and over) and nonfarmers have gained. Part
owners, in this case, are included with owner-operators. And since
part owners are an increasing proportion of all farmers in Illinois,
such a shift in buyer categories was to be expected. The slight increase
in the role of nonfarmers agrees with the most recent trend, shown
by the censuses 1950-1959, toward somewhat more land under lease
in Illinois. 1
Financing land transfers
A restriction on the farmland market is in the mode of financing
and the degree to which buyers are able (and willing) to obtain credit
to finance a purchase.
Other recent survey data, available since 1944, show that the rising
trend in value has been accompanied by an increasing tendency for land
purchases to be credit financed. In the mid-forties, less than 40 percent
of all sales were credit financed. The percentage rose through the late
1940s and has exceeded 50 percent since 1953. In the late 1950s, nearly
two-thirds of all sales were credit financed, while the proportion was
slightly lower (around 60 percent) in 1960-1961.
The average ratio of debt to consideration on credit-financed sales
has risen somewhat in*recent years. It remained below 50 percent
throughout the 1940s and early 1950s, but has varied between 55 and
60 percent in the last few years.
Behind both of these movements is the emergence of a method of
financing which previously was not much in use installment land
contracts. Although infrequently used in the early" 1940s, contract
sales accounted for between 5 and 10 percent of all farmland sales in
Illinois in the later years of the same decade. During the 1950s, their
share increased rapidly. In 1960 and 1961, more than one-fourth of all
farmland sales in the state were by contract. 2
1 For data on owner-operated and tenanted land in 1959, see Economics for
Agriculture, Tenure and Appraisal, TA 12, by F. J. Reiss, Univ. of 111. Col. of
Agr., Dept. Agr. Econ., 1962.
2 On installment land contracts as a method of transfer of farmland, see
R. Vern Elefson and Philip M. Raup, Financing Farm Transfers with Land
Contracts, Minn. Agr. Exp. Sta. Bui. 454, 1961 (also, North Central Reg. Pub.
122). Also, see Fred L. Mann, A Comparative Study of Laws Relating to Low-
Equity Transfers of Farm Real Estate in the North Central Region, University
of Missouri Res. Bui. 782, 1961 (also, North Central Reg. Pub. 136).
12 BULLETIN NO. 697 [November,
Dollar Levels and Trends in Sales Prices
Sources of data and limitations
The commonly used indices of farmland price are based mainly on
two types of data, both of which reflect the opinion of informed
persons: census returns
1 and crop reporters' estimates.
2
Both farmers and crop reporters draw on a variety of commonly
available information which should allow them to closely determine
the realities of the farmland market. The time series derived from
these two sources (Farmers and crop reporters) are also in fairly good
agreement between themselves as regards the trend of change in farm-
land values. The absolute level of price, however, shows some differ-
ence between the two sources.
This measure of agreement does not show how close the estimates
are to the facts. The two sources draw on the same information and
may also influence each other. The crop reporters have access to the
census results, and the farmers may know the opinions of the crop
reporters in their districts. This does not, however, invalidate any of
the major findings on long- or medium-term trends in price change. But
for short-term trends and detailed analyses, a source of information is
needed that is independent of opinion data and that more directly
reflects actual sales pricesjDf farms.
In this report land sales data from 1952/53 through 1956/57 are
used to show the character of the farmland market. Nearly 16,000
sales were analyzed, involving 1*4 million acres of farmland, sold for
an aggregate price of about $265 million. (For detail on the data and
their treatment, see Appendix A.)
1 The Census of Agriculture, taken every five years, asks farmers (among
many other things) about the market value of their farms. Since 1950, the
question on farm sales value has been asked only on a sample of approximately
20 percent of all farms. The rate of response to this question is high, but it is
far from 100 percent. In 1954, the rate of response in Illinois was 77 percent of
the sample farms ; thus, about 15 percent of all farm operators had answered
this question. This results in possible sampling errors, even apart from any
general tendency among farmers to understate or overstate the value of the
farms they operate.
2 The crop reporters in each of the nine crop-reporting districts in Illinois
estimate the current average selling value of farmland three times a year. They
base their opinions principally on sales of farmland in recent months before
each estimate. They also try to assess the influence of individual factors, such
as soil productivity, on the selling price and to adjust for these in estimating
what land of average quality would sell for. Separate estimates are made for
land with and without buildings.
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Table 1. Sales and Acres Sold by Size of Tract, 1952/53-1956/57
Size class
in acres
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(which have the bulk of the farm acreage) all had values close to the
general average, while the sizes above 500 acres had lower values.
Those between 50 and 140 acres showed lower values in 1950 but not
in 1959. When differences in cropland percentage were taken into
account these differences largely disappeared; then all size classes above
50 acres including the largest farms were close to the average.
1
The sales prices show a more complex pattern (see Appendix
Table 4). Taken without further analysis, they would indicate (among
other things) that the largest tracts sold for average prices below the
average value of large farms in 1950, while at the same time the general
(unweighted) average rose by 20 percent between 1950 and 1954. In
the group over 1,000 acres, this might be fortuitous since there were
only four sales. But there were 29 sales in the group 500-1,000,
index 84, and 263 in the group 260-500 with index 94. In the groups
180-220 and 220-260 acres, with indices well below average, the number
of sales was also substantial. Data by areas within the state show
analogous traits.
Despite the substantial number of sales, the low average prices in
these groups cannot be accepted as characteristic of the value of all
farms in the same groups. The discussion above revealed the effect the
percentage of cropland had on the values reported in the census. The
most logical interpretation of the low values of large farms in the sales
data is that they reflected lower cropland percentages in the large farms
sold as units than among the universe of farms in the same size group.
To some extent, this variation in price by size of tract was influenced
by the distribution of sales between areas of the state.
Straight average sales prices per acre by counties for all five sales
years in the sales data, in comparison with the county average values
in the 1954 census, are shown in Appendix A, Figures 13 and 14.
The two series of data are in fairly close agreement. Only about 15
counties showed more than 20 percent difference. Among these
counties, the sales value was higher than the census value in more cases
than it was lower. These upward deviations included a number of
counties with strong urban influence, such as Du Page, Lake, St. Clair,
and Madison. This could be expected, since urban influences on the
land values were more likely to be reflected in market sales than in
farmers' responses to a census question. Otherwise, there is a reason-
ably close correlation between sales prices and census values.
1 For this adjustment, average value per acre was multiplied by average total
acreage per farm in the size group, and this total value was divided by average
cropland acreage per farm in the size group.
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When the farm acreages in each county were used as weights, the
state average of sales prices was increased from $211 to $239 for all
five sales years combined. For sales year 1955 (April 1954-March
1955), which corresponded most closely to the 1954 census, the average
weighted by county farm acreages was $234.5 (against $220 as the
unweighted average for the same year).
1
This is encouragingly close to the census data. The average in the
1954 census was $231.47. Data from the USDA, based on censuses, crop
reporters' estimates, and other sources, indicate $242 as average for
the years 1953 to 1957. Apparently, the census is quite good as a
source of knowledge about land values.
County averages were weighted also by township farm acreages.
(See Farmland value areas in Illinois, page 34, and Appendix A.)
In some cases, as in the northeastern counties, it is quite clear that
sales for nonagricultural uses have raised sales prices above those that
apply to farmland. The same explanation applies to some extent also
in southwestern Illinois (East St. Louis, Carbondale). However,
several counties in this area had sales prices very much above the
census level. These included rural counties like Clinton, Washington,
Perry, and Union. It is, therefore, probable that the census values were
actually on the low side in these parts of the state, for one reason or
another. 2 West-central Illinois, with very nearly the same level in all
the data, is probably the most purely agricultural part of the state.
The time series and the census data
The time series of state data are shown in Table 2, data for each of
the areas in Figure 5. Sales data weighted by county farm acreages
from the five sales years were compared with census averages from
1950, 1954, and 1959.
x The five-year average was rather close to the center year (1955) average.
This is of interest as a condition for analyses based on all five years added
together. Analyses where township data are used must perforce utilize totals for
all five years, since yearly sales in a township are often very few.
1 In certain counties the deviations of sales prices from the 1954 census
average were such that substituting the sales prices for census values in a com-
parison with 1959 census data would eliminate extremes in the price trend from
1954 to 1959. Thus, for instance, Massac County had sales price averages of
157 (unweighted) or 160 (weighted) percent of the 1954 census average; the
apparent intercensal value increase from 1954 to 1959 was 84 percent. That is
more than twice the statewide average value increase between the censuses
(39 percent). Conversely, Scott County, for instance, had a sales-to-census
ratio as low as 76-74, and a value rise for 1954-1959 of only 4 percent. These may
be individual indications of weak spots in the 1954 census. There were, however,
also cases to the opposite effect, such as in Putnam and Schuyler counties, and a
scatter diagram failed to show any statistically significant relation between the
sales-to-census ratio and the 1954-1959 value increase.
16 BULLETIN NO. 697 [November,
Table 2. Dollar Levels and Index Numbers, 1952/53-1956/57
Value per acre
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Type-of-farming
areas in Illinois.
(Fig. 6)
BY COUNTY BOUNDARIES -
BY NATURAL BOUNDARIES
This measure of agreement does not extend to the direct crop-
reporter estimates as far as the level of price is concerned. The
crop-reporter estimates, which are not published as dollar figures but
used as a basis for index numbers, showed on the whole a somewhat
higher price level than both the census and the sales data. As index
numbers, the crop-reporter estimates were closer to the sales data than
they were as absolute figures.
The period covered by the sales data contained only a part of the
decennial change from 1950 to 1960, and precise differences of trend
between areas were hard to pin down. Over the longer run, since
1910 for example, census data indicate that the value movements in
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the type-of-farming areas have been rather parallel and on the whole
similar to that of the state (Fig. 1). Marked differences between areas
occurred principally in the latter half of the 1950s.
For the state as a whole, the price level (in current dollars) rose
about 65 percent in the period 1950-1959. Rates of increase not very
far from the average were found in most areas of northern and central
Illinois. Higher rates (doubling or more) were seen in the Chicago
area and most of southern Illinois.
Price differentials between improved
and unimproved properties, by size class
More than two-thirds of the farmland parcels in the sales data were
classified as improved with buildings, and these included over four-
fifths of the acreage transferred in these bona fide sales. The totals are
as follows:
Number Acreage Average size
of sales sold of tract, acres
Improved tracts 11,956 1,036,823 87
Unimproved tracts 3,847 224,097 58
Total 15,803 1,260,920 80
The average price was higher on improved than on unimproved tracts.
The unweighted average price was $217 on the former and $184 on the
latter. To understand this, some differences in structure between the
two groups of sales should be noted.
Sales classified by improvement class and size class are shown in
Table 3. Unimproved tracts were smaller on the average, showing a
more marked preponderance for the size groups 30-49 and 70-99 acres.
This is as could be expected, since these classes consisted almost entirely
of land parcels intended to be added to existing farms. There were
only 48 sales of unimproved tracts above 220 acres in size.
Separate average prices by improvement class and by size class
are shown in Table 4. Both improvement classes showed the same
trend of highest price in the smallest size classes, the price falling
thereafter as size increased. This trend was interrupted by markedly
higher prices in the size class 70-99 acres than in the preceding class
and also, among the improved tracts, in the size class 140-179 acres.
One possible explanation for this interruption might be that parcels
of these sizes were placed on the market relatively often because of
subdivision at the time of sale of farms having a high per-acre value.
The price difference was moderate, however, and the average prices
in these sizes still did not fully reach the weighted average based on
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Table 3. Percent Distribution of Improved and Unimproved Tracts,
by Size Class, 1952/53-1956/57
Size class
in acres
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Table 4. Average* Price per Acre of Improved and Unimproved Land,
by Size Class, 1952/53-1956/57
Size class
in acres
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Table 5. Size Distributions of Sales and Intercensal Changes
in Farm Numbers by Size of Farm
Size class
in acres
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On the other hand, when a large farm is sold as several parcels
which are used for enlarging existing farms, only one farm would dis-
appear in the total, although several others become larger (that is, sev-
eral units are subtracted from lower and added to higher size groups).
The rate of transfer (that is, of purchase) will be higher than the rate
of disappearance of farms.
The total number of all transfers in a five-year period, or 35,000,
may be compared with the rate of farm disappearance in a five-year
period, or about 20,000 (possibly somewhat less because of change in
definition). The rate of transfers of entire farms continuing as entire
farms would thus be approximately 15,000 or less.
Both in 1950-1954 and in 1954-1959, farms above 140 acres in size
diminished in number. In other words, the rate of disappearance of
medium-sized farms was higher than the rate of increase among the
large farms. In 1950-1954, the number of farms between 140 and
220 acres diminished by 4,316, while those over 220 acres increased by
2,608. In 1954-1959, farms between 140 and 260 acres decreased by
9,254 units, while those over 260 acres increased by 5,019. Thus, even
medium-sized farms were enlarged. Also, many of them were used for
farm enlargement, either by being added undivided to an existing farm
or by being subdivided into smaller parcels. When subdivided, they
show up in the sales material among the smaller size groups.
If it is accepted that out of 35,000 transfers some 20,000 (or
rather more) were for farm enlargement, and 15,000 (or less) for con-
tinued existence as farms, then it is clear that rather more than half
the bona fide sales must have been for enlargement purposes. The pro-
portion is likely to be tilted towards enlargement purchases among the
bona fide sales, since family transactions would tend to maintain
farms as undivided somewhat more often.
This conclusion is supported also by the size distribution of sales
(see Figure 7 for the state as a whole and Table 6 for type-of-farming
areas). Most of the sales were in the small size classes, those in which
farms are getting fewer. Only a few hundred sales were in the size
groups where farm numbers are increasing. Over 11,400 (72 percent)
were under 100 acres in size.
As far as numbers of transfers are concerned, the sales data reflect,
above all, the parcel market.
As regards area, the proportions are, of course, different. Sales of
tracts under 100 acres accounted for 43 percent of the acreage in the
sales data, and tracts 100-220 acres in size accounted for another 43
percent, leaving barely 14 percent in the sizes over 220 acres (see
Table 1). In the 1954 census, these three main groups occupied 8, 35,
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FARMS, 1954 CENSUS
ALL BONA FIDE SALES, 1953-57
LESS 10-29 30-49 50-69 70-99 100-
THAN 139
10 ACRES
WO-
179
180- 220- 260-
219 259 499
Distribution of farms and sales of farm real estate by size class,
500 ACRES
OR MORE
Illinois.
(Fig. 7)
Table 6. Number of Tracts Sold by Size as Percent of Farm Number
(1954 Census) in Each Size Class, 1952/53-1956/57
Size class
in acres
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and 57 percent, respectively, of all the farm acreage in Illinois. The
rate of transfer of land within each of these groups would appear to
be 20 percent for farms under 100 acres, 5 percent between 100 and
220, and 1 percent among farms above 220 acres. The over-all rate of
transfer through bona fide sale was around 4 percent during the five-
year period.
These data confirm that the parcel market was preponderant among
tracts under 100 acres in size but still important among the medium-
sized ones up to about 160 acres. Rather more than half the acres sold
must have been bought for farm enlargement purposes.
This does not reveal the extent to which the parcel market was fed
by sales of undivided small- and medium-sized farms going out of
existence as farms and by sales from the subdivision of medium-sized
and large farms. The more subdivision that took place the more
of the whole group of bona fide sales was likely to be parcels rather
than farms at the time of transfer, leaving so much the less for trans^
fers of entire farms.
The proportion between improved and unimproved properties (see
discussion, pages 19-21) gives some clue, if rather an incomplete one,
to the extent of the parcel market. Many properties bought for farm
enlargement had buildings either because they were farms going out of
existence or because they carried the buildings of a farm that was sub-
divided at the time of sale.
The preponderance of the parcel market was more noticeable in
some parts of the state and less in others. Figure 8 shows the number
of sales, by size of tract, as percent of the number of farms (1954
census) in each size group, comparing each type-of-farming area with
the state as a whole.
There were some marked differences between areas. To under-
stand these properly, one should also note the differences in frequency
of sales between areas. The most striking differences relate to the
dominance of parcels of 40 and 80 acres in size, respectively, which
showed up as two more or less marked peaks on all the charts. Areas
4, 5, 6, and 7 had higher frequencies of sale in these groups than the
state as a whole, while the opposite was true in areas 1, 2, 8, and 9.
Area 3 had a higher frequency among 80-acre tracts and a lower one
among 40-acre tracts. In areas 6 and 7, the differences compared with
the state averages were moderate, however, also as regards the fre-
quency of transfer of larger tracts, notably those of 140-180, 180-220,
and 220-260 acres, respectively. As regards these larger sizes, most
areas were close to the general average. The exceptions were areas 1
and 9 with higher rates of transfer than average, and area 4a with
markedly lower ones.
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The parcel market was particularly important in area 4, the high-
value, cash-grain area in east-central Illinois. It was least dominant in
the two extremes, areas 1 and 9, which also had most transfers in the
sizes that can be assumed to be entire farms. In both cases, the reasons
were rather outside agriculture. In area 1, whole farms were bought
up for future development into urban property. This is done with or
without an intervening waiting or ripening period when the land may
be used as a temporary investment, such as for tax hedging or for
intensive urban-fringe farming. Area 9 is a small area with several
irregular features, including some of the least productive soils in the
state.
When the two extremes in areas 1 and 9 are accounted for, the
remainder of the state falls into a definite pattern. The parcel market
is most active in the cash-grain area, where farm enlargement requires
additional land and building values are low in relation to land values. It
is least active in areas 2 and 3, where the dominant systems of live-
stock farming make it possible to enlarge the farm business by pur-
chasing feeder cattle and stock feed, rather than by purchasing addi-
tional land. At the same time, the higher building values tend to make
the farm size pattern more rigid. Areas 5, 6, 7, and 8 are, as expected,
intermediate in activity since these are areas of mixed farming with
less tendency for any one farm type to dominate.
Price variation by size of tract and range of price
It has long been observed that smaller acreages tend to sell for
higher prices than larger tracts. In part this might result from the
presence of relatively more buildings on smaller farms. The main
explanation usually offered is that small- or medium-sized parcels are
wanted for enlargement of existing farms. Farmers might be willing
and able to pay more for additional acres to increase the size of their
farms than they would and could pay, per acre, for a whole farm.
That farms are gradually being built up to larger sizes should then
lead to premium prices being paid on the parcel market.
The sales data show considerable variation in average price by size
of tract, with lower than average prices being paid per acre for tracts
exceeding 260 acres, and higher prices for tracts under 30 acres. (See
pages 13-15 and Appendix Table 4.) It was also shown that part of
this variation is likely to be due to the way in which many sales took
place (pages 19-20). Farms of high per-acre value are more likely to be
subdivided at the time of sale and thus show up in the sales among the
smaller size groups, and vice versa.
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Table 7. Net Regression Between Size of Tract Sold and Price
per Acre, by Type-of-Farming Areas," 1952/53-1956/57
Area
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Conversely, the highest indicators are in areas 1, 8, and 9, where the
whole-farm market was more preponderant. This is remarkable since
tracts under 30 and over 220 acres were excluded from the equation.
Thus it appears that the relation between size and price is not
particularly linked to the occurrence of an active parcel market.
The relatively wide variation in area 5, which appears to be in
contrast with this finding, can be shown to depend largely on the
heterogeneity of the area. When separate charts were drawn for areas
5a and 5b, the central part (50-260 acres) of these charts became much
more horizontal than on the chart for the whole of area 5. The sharper
slope for area 5 was thus caused by the fact that the sub-area (5b) with
the lower average price carried relatively more weight in some of the
higher size classes.
This gives a clue which may explain much of the other variations.
Areas 8 and 9 are relatively heterogeneous in their soil quality; fertile
bottomlands are averaged together with some of the poorest prairie
and forest soils in the state. By contrast, areas 3, 4a, and 4b are among
the more homogeneous in the state. Area 1 needs no such explanation,
since values are to a high degree determined by nonagricultural factors.
These circumstances indicate that the simple relation between size
and price is in a large measure spurious. Even though it is formally
significant in a statistical sense, it may still not hold when all other
factors are equal. Thus it might not be a significant consideration in
farmland appraisal.
When discussing these averages, it must not be forgotten that they
are averages of a very wide variation. Appendix Tables 5 and 6 give
examples of this variation in price per acre by size of tract for areas
4a and 7b, respectively. In both areas the prices in a given size class
varied to such an extent that price levels differing as 1 :3 may have had
a similar level of frequency, while smaller (but more than negligible)
numbers wyere even farther above or below the average. The price
variation within a size group is thus many times wider than any
variation between groups.
The averages thus result from a great many factors, some system-
atic and significant, others erratic and incidental, including a sizable
amount of human error mistakes in pricing by seller or buyer, or by
both. The width of the variation must be remembered as a warning
against drawing more conclusions from the data than they can support.
The influence which variation in cropland percentage may have on
average per-acre price cannot be studied in detail, but some rough indi-
cations may be given. In the state as a whole, the 1954 census shows
that 78 percent of the land in farms was cropland and 22 percent other
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land. These percentages were somewhat different in the various type-
of
-farming areas, but the magnitude was similiar. Without pressing
the argument, it is logical that a parcel consisting entirely of crop-
land could bring a higher price, maybe as much as one-fourth more, than
a parcel of the same size but with average noncropland percentage. A
parcel with twice the normal noncropland percentage could be sold for
as little as three-fourths of the price for an average parcel of the same
size, all else being equal.
The amount of variation in sales prices that could arise from
varying proportions of cropland could be considerably greater than the
variation that exists by size of tract, except on small tracts where
buildings or site factors explain values far in excess of the average.
Financial limitations are related to the problem of price differentia-
tion by size of tract. Would lack of funds depress the bids made for
large farms? Appendix Tables 5 and 6 give some insight on this
problem. From the combination of size and price level, the magnitude
of total consideration can be surmised.
The two areas shown represent extremes. Area 4a is a large one
with a high (unweighted) average price ($346) and a wide spread of
prices. Area 7b is one of the smallest areas with an average price of
only $94. The price spread was almost as wide, in relative terms, as
in area 4a.
Area 4a gives no clear indication of any limitation because of total
price. Purchases above or around $100,000 were more than negligible
in number and occurred both among low-priced and high-priced land.
It is striking how many different price levels were about equally
represented within the same size bracket. What tendency there is for
smaller tracts to be more frequent in the upper price brackets is no
more than could be inferred from the average prices by size. Tracts
between 50 and 180 acres in size, which included by far most of both
the sales and the acreage, had their highest frequency in the price
bracket $400-500 and much lower frequency in the open-ended last
price class, $500 and over.
Area 7b, which is smaller and more homogeneous, does seem to
indicate some, if weak, tendency for total price to stop short at a cer-
tain level. Even here, however, the bulk of the sales was in groups
where two or more subsequent price brackets (within a given size in
acres) had approximately the same frequency. If there was any
influence from total price, it must have been a minor one.
The level of total price is, however, very different in the two
areas. In area 7b there were no sales around $100,000 and very few
near $50,000. Almost all the sales were below $30,000.
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Such a difference in total price depends, of course, first and fore-
most on the size of existing farms. Those offered for sale can be no
larger than the largest in existence and will usually be smaller; and
total price cannot exceed available acreage times reasonable price per
acre. This in turn places a limit on the amounts farmers can pay for
land if their financing in a large measure hinges upon the amount of
collateral they can offer in holdings they already own. For nonresi-
dent investors, size of farms on the market and price level are the
main determinants of the total price they can pay. But there would
still be a limit on the worth of a given land parcel.
Farmland value areas in Illinois
Using the sales data, it was possible to draw a more detailed map of
price zones than could be done on the basis of county averages.
Figure 10 (pages 24-25) shows these price zones based on moving
averages. (See Appendix A for an explanation of method.)
The main features of price levels and their distribution across the
state stand out rather clearly. In the transition from the high-priced
areas of the "black prairie" to the low-priced lands of the "gray
prairie," the price lines run close and almost parallel through Edgar,
Coles, Shelby, Christian, and Montgomery counties. Farther west, the
pattern is disturbed by the concentric rings of higher prices around the
St. Louis area. To the northwest of the latter, the pattern is resumed
around the low-priced zone along the lower part of the Illinois river.
The lowest prices are, on the whole, in southern Illinois. Prices
below $75 (for the most part between $50 and $75) occur only in two
areas, the larger of which includes all of Hardin, Pope, and Johnson
counties and some parts of Massac and Union; the smaller one includes
most of Hamilton County and smaller parts of Wayne and Jefferson
counties. Both of these are surrounded by wide zones of prices between
$75 and $100 which are, however, separated by a band of somewhat
higher priced land ($100-$149). The $100-$149 bracket occurs over
more areas than any other in southern Illinois and is also found in the
low-priced areas along the lower Illinois river and in the northwestern
tip of the state (in Jo Daviess County and part of Carroll). Price
zones above $150 occur in southern Illinois apart from the St. Louis
area mainly along the boundary rivers. Only in Wabash County is this
influence strong enough to become visible on the map (Appendix A).
The high-priced areas (apart from those around large cities) have
their highest extensively occurring levels between $400 and $500, with
limited peaks above $500 in the center of Champaign County and in
parts of Macon and Moultrie counties. The $400-$500 bracket occurs
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Table 8. Net Earnings to Land and Management From Farm Records
in Three Counties in Relation to Land Price and Census Value
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sentative of the medium land-value areas in western Illinois, with
livestock farming prevalent. Effingham County, characterized by mixed
farming, is rather typical of the low land-value region in southern
Illinois.
The returns shown are rather high because the record-keeping
farms include more of the better and less of the low-productive farms
in each county. This feature is probably most salient in Effingham
County where the sample is smallest. The difference in level of returns,
therefore, is also not accurately reflected for the counties as a whole.
Despite this, some main features can be seen from the figures.
Year-to-year variation in all the counties is large. Such variation
occurs in Henry County mainly because of fluctuations in the prices of
animal products, in Champaign County because of variation in crop
yields, and in Effingham County for both of these reasons. Use of
three-year and five-year averages failed to show any significant trend
up or down in net earnings over the decade 1951-1960. The ten-year
average is, therefore, accepted as indicative of the earning power of an
acre during the years shown.
The price rise during the 'fifties thus appears justified mainly be-
cause net returns were previously rather above the customary interest
rate. Only in the cash-grain area is there clear evidence that the price
increase went farther than would follow from a capitalization of net
earnings. In Effingham County the backlog of uncapitalized earning
power appears to have been particularly salient which may explain the
sharper rise in price in much of southern Illinois during 1954-1959.
Details of this price movement are shown in Figure 3 (right).
Another approach to the relation between land value and produc-
tivity is through analysis of gross output. Land values per acre accord-
ing to the 1959 Census of Agriculture are shown in Figure 11 as multi-
ples of the value of gross crop output per acre (average of the crop
years 1958, 1959, and 1960). The land values have been reduced by
the ratio of building assessment to total assessment to obtain an esti-
mate of the value of land only. The price-to-return multiples on the
map give a crude indication of what magnitude the price ought to be
when the value of crop output is known.
There is a characteristic variation in these price-to-return multiples:
they are higher the higher the price (and returns) per acre. In the
extremes, for example, the multiple is twice as high in Champaign
County as it is in several counties in southern Illinois. Land prices in
Champaign County are five times as great as in those counties in south-
ern Illinois, and gross crop output is two and one-half times as great.
That price increases more than value of output is logical because the
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Number of times the value of
land (without buildings) ex-
ceeds the annual gross value
of crop production. (Fig. 11)
I88fl 70 OR MORE
23 6.0-6.9
HI 5.0-5.9
[ I LESS THAN 5.0
fixed costs tend to be the same per acre rather independently of yield.
The correlation between gross crop value and land price, on the other
hand, is not very close. Where both gross crop value and land price
are on a certain general level within an area, practically no correlation
exists between the detailed variation of the two. When the price-
to-output multiple is known for an area, the price for a given property
can be checked for its reasonability. The multiple cannot, however, be
used to establish market value with any degree of accuracy.
The most important factor that determines farmland value is, of
course, soil productivity. When comparing the land price map with
maps of soil productivity, 1 the connection between the main features
of each is apparent. The sharp transition from the "black prairie" to
the
"gray prairie" is very clear on both maps, as are a number of other
features.
To determine the more precise influence of soil productivity and of
1 See Wascher, H. L., et al., Illinois Soil Type Descriptions, 111. Agr. Exp.
Sta. AG-1433, 1950.
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other. factors on land value, multiple regression must be used for anal-
ysis. Although excluded from this report for simplification, results of
such analyses are available elsewhere.
1
They confirm that variation
in soil quality has more influence on farmland value than any other
variable affecting farmland value under normal circumstances when
the land is intended for farming. The importance of other factors
(notably building values and percentage of land other than cropland),
however, is different by areas and by types of farming, thus modifying
the relative importance of soil quality as a determinant of value.
Summary
1. The general level and trend of land prices were remarkably
close to those reported previously. The data published^ by the U.S.
JDepartment of Agriculture were in good agreement with the sales
prices. _ The sanie was true of the index numbers of average Value's
per acre based on estimates made by the state's crop reporters. These
trends are now shown in greater detail, such as by type-of-farming
areas. They can also be better explained than before.
2. Tracts transferred in bona fide sales were generally smaller than
average farms. On the average, they were only half as large as the
farms in 1954. Most of the tracts transferred were bought to enlarge
farms, not to be farmed as independent units. This included parts
of farms which had been subdivided when they were sold. Purchase of
an entire farm, to continue as an independent unit, was less common
in recent years than purchase of a parcel to enlarge a farm.
3. Land with buildings sold for higher prices than land without
buildings. The difference was 15 percent on the average. This differ-
ence was smaller than expected according to the value of buildings.
The average value of buildings determined by tax assessors was 22
percent of the total value of the farm. The smaller difference for land
sold on the market depends on whether land is bought to enlarge a
farm. In such situations, many buyers are not interested in buildings.
For parcels of 40 or 80 acres, nearly the same prices were paid whether
or not the land had buildings.
4. Smaller tracts were sold for higher prices per acre than larger
ones. In part this was because large tracts often contained more
pasture and rough land and less cropland than smaller ones. It also
seems that the better land more often became divided into smaller plots.
There is no evidence to show that farmland becomes higher priced
because it is divided into smaller plots.
1
Anthony M. Grano, Regional Factors Affecting Land Values in Illinois,
unpublished Ph.D. thesis, University of Illinois, 1963.
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5. Areas in Illinois where different price levels of farmland pre-
vailed in the mid-1950s were illustrated on a map. On the whole, the
differences between areas were similar to those that existed decades
earlier (for instance, around 1930). There were some changes, how-
ever. In the 1950s, land values rose fastest in southern Illinois, where
the values were lowest, and slowest in east-central Illinois, where they
were highest. Differences between areas have thus become somewhat
Differences between areas depend mainly on differences in_soils_
and their productivity. The areas with different value levels were,
oh"the whole, also areas with soils of different productivity. This is
expressed in crop yields and in net earnings from land.
The price of land (without buildings) was as much as eight times
the gross value of a year's crop production in the most fertile parts of
the state? It was as little as four times the value of crop output in some
of the least fertile counties in southern Illinois.
Comparison was made between land value and net earnings from
land in three counties for different levels of land value. This com-
parison explains why land prices went up most on the lowest priced
land and least where the price was highest to begin with. The highest
priced land already had a price level in reasonable proportion to earn-
ings. Further increases in land price led to low returns on investment.
The lower priced land, by contrast, had rather high earnings in relation
to the previous levels of land price. There was thus more room for
increases in land price on the lower priced lands, despite the rather
constant level of net earnings to land and management during the 1950s.
The rise in land prices is thus partly explained by the fact that
land prices were too low previously. The rise also depended on other
factors, the most important of which was the trend toward larger
farms. Such a trend leads to tougher competition between buyers for
land offered for sale.
APPENDIX A
The Data and How They Were Treated
The data on bona fide sales of farmland in Illinois used in this
study were compiled by the Property Tax Division, Department of
Revenue, State of Illinois, from county deed records for April 1,
1952 to March 31, 1957. The midpoint of this period of five sales years
is close to the date of the 1954 Census of Agriculture, which was taken
in November 1954. The total number of sales in the material was close
to 16,000, covering around 1}4 million acres of farmland, with an
aggregate sales price of about $265 million. The volume of sales was
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similar from year to year, being rather close to y\ million acres in
each of the five sales years.
This turnover in five years represented close to 4 percent of the
total farmland area and value in Illinois. The percentage was some-
what higher in area than in value; the straight average of value per acre
was somewhat lower than the weighted average. The total number of
transfers was slightly less than one-tenth of the number of farms in
Illinois in 1954. It was also less than would be expected from the
annual frequency of voluntary sales in those years. This depended
on the exclusion from the material of transfers for which the tran-
scripts were incomplete or misleading.
The rates for the five-year period in each county are shown in
Figure 12. The rate of transfer was rather consistently below average
in the high-value area of east-central Illinois. By contrast, most
counties in southern Illinois were considerably above average in rates
of transfer, with the exception of most counties along the Wabash
river. In general, the low-value areas in western Illinois also had
higher rates of transfer. The medium-value areas in the western and
northern parts of the state showed a more mixed picture, as did the
Chicago area. The extremely low rate of bona fide transfers for farm-
ing in Du Page County made it necessary to exclude this county from
some of the analyses.
The unit of observation was the tract bought, not the tract offered
for sale. The difference between these concepts stems from the possi-
bility that a tract offered for sale may be subdivided at the time of sale
and the partial tracts bought by different buyers, as is not uncommon
at auctions. This appears more likely to happen to very fertile farms
with high total values, for it may be more difficult to find a sole buyer
who is able to pay the full value. A less fertile farm with a lower total
price is easier to buy as a unit. Dividing it might even lower the value
of its pasture and rough land which may be useful only in combination
with a large unit. Furthermore, as will be seen below, these sales were
to a great extent purchases for farm enlargement. The sales data are,
therefore, a universe of essentially different structure than the universe
of farms existing at the same time.
The first three of the five sales years represented a period of rather
stable land prices in the early 1950s, while the last two marked the
beginning of a renewed uptrend (Fig. 1). This must be kept in mind
when interpreting averages for all five years, as well as data for indi-
vidual sales years.
Data were grouped by type-of-farming areas, as shown in Figure 6.
Each of these areas is far more homogeneous in soil conditions and
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Acres sold, 1952/53-1956/57, as per-
cent of the total farm acreage in
each county. (Fig. 12)
85
other factors Affecting land value than the state as a whole. Unlike
most counties, they are large enough for most of their figures to reflect
somewhat consistent trends rather than incidental circumstances. Data
by type-of-farming areas are shown in Appendix B.
In the original records, the price often was not directly stated.
When the transcript was made, the price was then inferred from the
amount of federal revenue stamps, the latter being in constant propor-
tion ($.55 to $500) to the price~ Because of the way the tax was
assessed, the inferred price may have differed from the real one by a
moderate amount (less than $500 of the total price). This variation was
the same (in dollars) for all magnitudes of price and, therefore,
relatively largest on low-valued tracts and negligible on tracts of higher
1 In cases where the purchaser takes over an existing mortgage, the tax
stamps indicate only the cash consideration (price minus mortgage). In tran-
scribing such cases, the amount of the mortgage taken over was added to the
price inferred from tax stamps.
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total value. In most situations this source of error will be negligible,
but it must be kept in mind when reading small numbers.
The study aims at exploring farmland prices. To avoid including
sales of nonfarm properties, all urban townships were excluded, as
well as all of Cook County. Sales with extremely abnormal prices were
also excluded by the following screening procedure.
For each of the nine crop-reporting districts, an upper and a lower
price limit were established. The lower limit was $10 per acre in all
districts. The upper limit was defined as approximately three times
the average value of a district. The number of sales -exceeding these
limits totaled upwards of 1,000. To minimize this restriction on the
material, the punch cards were screened individually and those exceed-
ing the limit by only a small amount were restored to the active deck,
unless some circumstance (size of building assessment, for instance)
indicated that they were likely to be nonfarm property. There were
15,803 cards in the active deck after 287 had been removed because of
price limits and 583 excluded because of defective information. 1
For this study, sales were coded by county and township and as
improved or unimproved. The criterion of improvement class was the
presence or absence of buildings on the property. Sales were also
classified by size in acres, using all 16 classes that were used in some
of the older censuses (for example, 1940). Each sale was dated as to
year, quarter-year, and month when the sale took place. On the basis of
this, they were further classified as to sales year 12-month period
starting April 1 and ending March 31. Sales year 1953, for example,
means the period April 1, 1952 to March 31, 1953.
On the whole, the sales and census data were in fairly close agree-
ment (Fig. 13). On the county level, however, the sales data and
census data sometimes differed considerably. The often small number
of sales in a county in one year contributed to this variation, but still
more important was the location of the sales within the county. In
counties where sales were clustered mainly in certain townships, the
average sales price may have been distorted if townships in the same
county had marked differences in their preponderant soil qualities or
in other value-determining factors such as closeness to expanding
urban centers.
To correct for this, the five-year data within each county were
weighted by the farm acreage in each township. Data for only one
year would in many cases be too few to make such a weighting effec-
tive. In this weighting, townships were excluded in which the acreage
1 This does not include sales with very defective information in the tran-
scripts. Punch cards for such sales were not prepared.
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Relationship between unweighted average sales prices, 1953-1957, and 1954
census values (county averages), Illinois. (Fig. 13)
sold was less than 100 acres or in which there was only one sale or
no sale at all. The weighting thus sometimes refers to something less
than the whole county, and the same average is imputed to the aggre-
gate of the excluded townships. The exclusions generally add up to a
minor part of a county, however.
Both weighted and unweighted data are shown in Figure 14 as
percent of the county average values in the 1954 census. Weighted
county averages were generally higher than the unweighted ones. This
was the case in 78 counties, while 17 showed lower weighted than
unweighted averages. Four counties had the same ratio to the census
in both weighted and unweighted data. The reason may be that prices
tend to be higher when only a few properties are sold in a given
neighborhood, tending to give unduly high weight to some of the
highest priced sales.
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County averages as percent of 1954 census data, 1953-1957 sales
data. Upper figures refer to unweighted averages, lower figures
to averages weighted by township farm acreages. (Fig- 14)
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In 42 counties the weighted figure was closer to the census than
the unweighted one, in 54 counties the opposite was true, and in five
counties there was the same degree of deviation from the census. The
difference between weighted and unweighted data was moderate in
most cases. Between weighted and unweighted data, there was no
significant difference in the frequency of high or low deviation from
the census.
In tracing zones of somewhat homogeneous price (zones within
"iso-price" lines), as in Figure 10, pages 24-25, a difficulty arose from
the patchy and somewhat haphazard upward and downward variation
of township averages. The existence of genuine local variation was
compounded by the fact that many township averages are based on
rather small numbers of sales. In this situation, it is often possible
to draw the same iso-price line in more than one place, and tracing
limits between price zones becomes dependent on a measure of sub-
jective judgment.
To correct for this situation, a device was used which may be
called "moving average in space." In areas of regular 36-square-mile
townships, the township averages from nine townships (forming a
square of 18x18 miles) were added together; the total was divided
by nine and plotted on the central township in the square. Thereafter,
one row of three townships was dropped from one side of the square
and three others added to the opposite side, and a new average was
computed and plotted on the central township in the new 18 x 18 mile
square. This procedure was done upwards and downwards, to the left
and the right. Each township average was thus used as a component
in nine different averages. Where townships of irregular size or shape
occurred, estimates were made of their relative weight in a complete
18 x 18 mile square. A band of townships along the state boundary
could not be ascribed any average, since this would have required
information on townships from adjoining states.
The picture of price variation within the state which emerged
from this treatment of the data was, on the whole, rather similar to
that brought out by the raw data, but it was smoother and allowed
the iso-price lines to be drawn with very little subjective judgment.
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APPENDIX B
Data by State Type-of-Farming Areas
Appendix Table 1. Average Price per Acre Sales Data Weighted
by County and Township Acreages, 1952/53-1956/57
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Appendix Table 5. Number of Sales by Size of Tract Sold and
by Price per Acre, Area 4a, 1952/53-1956/57
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